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LIBRARY
HASTINGS COLLEGE OF THE LAW

STATE OF CALIFORNIA

April 26, 2004

ALL REGISTRARS OF VOTERS, OR COUNTY CLERKS, AND
PROPONENTS (04140)

TO:

8'~W/;ij})!MuJ

FROM:

BRIANNA LIERMAN
ELECTIONS ANALYST
SUBJECT:

WITHDRAWAL OF INITIATIVE #1047

The proponents of the hereinafter named proposed INITIATIVE CONSTITUTIONAL
AMENDMENT have withdrawn the measure from circulation.
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MAR 1 9 2004
SECRETARY OF STATE

KEVIN SHELLEY

LIBRARY
HASTINGS COLLEGEOF THE •. 4J,

STATE OF CALIFORNIA

March 16, 2004

TO:

ALL REGISTRARS OF VOTERS/COUNTY CLERKS AND PROPONENTS
(04103)

FROM:
Brianna Lierman
Elections Analyst
SUBJECT: INITIATIVE #1047
Pursuant to Elections Code section 336, we transmit herewith a copy of the Title and
Summary prepared by the Attorney General on a proposed initiative measure entitled:

STATE AND LOCAL APPROPRIATIONS LIMIT.
SCHOOL FUNDING. STATE MANDATES. BONDS.
INITIATIVE CONSTITUTIONAL AMENDMENT.
The proponents of the above-named measure are:
Larry Mcarthy, President
California Taxpayers Association
1215 K Street, Suite 1250
Sacramento, CA 95814
(916) 930-3102

Jon Coupal, President
Howard Jarvis Taxpayers Association
921 Eleventh Street, Suite 1201
Sacramento, CA 95814
(916) 444-9950
Hon. John Campbell
Member of the California State Assembly
70 th District
State Capitol
Sacramento, CA 95814
(916) 319-2979

ELECTIONS DIVISION

1500 11TH STREET - 5TH FLOOR . SACRAMENTO, C1\ 95814 . (916) 657-2166. W\vW.SS.CJ\..GOV

OTHER PROGRAMS: STATE ARCHI VES, BUSINESS PROGRAMS, IN FORlvlATION TECHNOLOGY, EXECUTIVE OFFI CE, GOLD EN STATE
MUSEUM, MJ\NAGEMENT SERVICES, SAFE AT HOME,

DOMF~,TIC

P ARTNERS REG ISTRY, NOTARY PUBLIC, POLITI C Al_ REFORM

#1047
STATE AND LOCAL APPROPRIATIONS LIMIT.
SCHOOL FUNDING. STATE MANDATES. BONDS.
INITIATIVE CONSTITUTIONAL AMENDMENT.
CIRCULATING AND FILING SCHEDULE

1.

Minimum number of signatures required: ................................................... 598,105
California Constitution, Article II, Section 8(b)

2.

Official Summary Date: ................................................................ Tuesday, 03/16/04

3.

Petitions Sections:
a. First day Proponent can circulate Sections for
signatures (EC §336) ........................................................... Tuesday, 03/16/04
b. Last day Proponent can circulate and file
with the county. All sections are to be filed at the
same time within each county (EC §336, 9030(a» .................. Friday, 08/13/04
c. Last day for county to determine total number of
signatures affixed to petitions and to transmit total
to the Secretary of State (EC §9030(b») ......................... Wednesday, 08/25/04
(If the Proponent files the petition with the county on a date prior to 08/13/04, the
county has eight working days from the filing of the petition to determine the total
number of signatures affixed to the petition and to transmit the total to the
Secretary of State) (EC §9030(b».
d. Secretary of State determines whether the total number
of signatures filed with all county clerks/registrars of
voters meets the minimum number of required signatures,
and notifies the counties ......................................................... Friday, 09/03104*
e. Last day for county to determine total number of qualified
voters who signed the petition, and to transmit certificate
with a blank copy of the petition to the Secretary of State
(EC §9030(d)(e» ............................................................ Wednesday, 10/20104

*Date varies based on the date of county receipt of verification.

INITIATIVE #1047
Circulating and Filing Schedule continued:

(If the Secretary of State notifies the county to determine the number of qualified
voters who signed the petition on a date other than 09/03/04, the last day is no later
than the thirtieth working day after the county's receipt of notification).(EC
§9030(d)(e».
f.

If the signature count is more than 657,916 or less than
568,200 then the Secretary of State certifies the petition as
qualified or failed, and notifies the counties. If the signature
count is between 568,200 and 657,916 inclusive, then the
Secretary of State notifies the counties using the random
sampling technique to determine the validity of all
signatures (EC §9030(f)(g); 9031(a» ................................. Saturday, 10/30/04*

g. Last day for county to determine actual number of all qualified
voters who signed the petition, and to transmit certificate
with a blank copy of the petition to the Secretary of State.
(EC §9031(b)(c» ............................................................. Wednesday, 12/15/04
(If the Secretary of State notifies the county to determine the number of qualified
voters who have signed the petition on a date other than 10/30/04, the last day is
no later than the thirtieth working day after the county's receipt of notification)
(EC §9031 (b)(c».
h. Secretary of State certifies whether the petition has been
signed by the number of qualified voters required to declare
the petition sufficient (EC §9031(d); 9033) .......................... Sunday, 12/19/04*

NOTE TO PROPONENTS WHO WISH TO QUALIFY FOR THE NOVEMBER 2, 2004, GENERAL
ELECTION: This initiative must be certified for the ballot 131 days before the election (June 24, 2003). Please
remember to time your submissions accordingly. For example, in order to allow the maximum time permitted by
law for the random sample verification process, it is suggested that proponents file their petitions with county
elections officials by April 16,2004. If a 100% check of signatures is necessary, it is advised that the petitions be
filed by February 25,2004.

*Oate varies based on the date of county receipt of verification.

IMPORTANT POINTS

•

California law prohibits the use of signatures, names and addresses gathered on
initiative petitions for any purpose other than to qualify the initiative measure for
the ballot. This means that the petitions cannot be used to create or add to
mailing lists or similar lists for any purpose, including fundraising or requests for
support. Any such misuses constitutes a crime under California law. Elections
Code section 18650; Bilofsky v. Deukmejian (1981) 124 Cal. App. 3d 825, 177
Cal. Rptr. 621; 63 Ops. Cal. Atty. Gen. 37 (1980).

•

Please refer to Elections Code sections 100,101,101.5,104,9001, 9008, 9009,
9021, and 9022 for appropriate format and type consideration in printing, typing
and otherwise preparing your initiative petition for circulation and Signatures.
Please send a copy of the petition after you have it printed. This copy is not for
our review or approval, but to supplement our file.

•

Your attention is directed to the campaign disclosure requirements of the Political
Reform Act of 1974, Government Code section 81000 et seq.

•

When writing or calling state or county elections officials, provide the official title of
the initiative which was prepared by the Attorney General. Use of this title will
assist elections officials in referencing the proper file.

•

When a petition is presented to the county elections official for filing by someone
other than the proponent, the required authorization shall include the name or
names of the persons filing the petition.

•

When filing the petition with the county elections official, please provide a blank
petition for elections official use.
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BILL LOCKYER
Attorney General

State of California
DEPARTll1ENT OF JUSTICE
1300 I STREET, SUITE 125
P.O. BOX 944255
SACRAMENTO. CA 94244-2550
Public: (916) 445-9555
Facsimile: (916) 324-8835
Phone: (916) 324-5464
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MAR 1 6 2004

Kevin Shelley
Secretary of State
1500 - 11 th Street, 5th Floor
Sacramento, California 95814
RE:
SUBJECT:

FILENO:

in the office of the Secre~ary ?f State
of the State of California

KEVIN SHELL\::.Y. ::>ecrelary, of state

B

~'ij}? rna.J

y oeputyseCretary of State

Initiative Title and Summary
STATE AND LOCAL APPROPRIATIONS LIMIT. SCHOOL FUNDING.
STATE MANDATES. BONDS.
INITIATIVE CONSTITUTIONAL AMENDMENT.
SA2004RF0003, Arndt. #1-S

Dear Mr. Shelley:
Pursuant to the provisions of sections 9004 and 336 of the Elections Code, you are
hereby notified that on this day we mailed our title and summary to the proponents of the
above-identified proposed initiative.
Enclosed is a copy of our transmittal letter to the proponents, a copy of our title and
summary, a declaration of service thereof, and a copy of the proposed measure.
According to information available in our records, the names and addresses of the
proponents are as stated on the declaration of service.
Sincerely,

t~~'CjU:

TRICIA KNIGHT \j
Initiative Coordinator
For

TKlcw
Enclosures

BILL LOCKYER
Attorney General

Date: March 16, 2004
File: SA2004RF0003,
Amdt. #l-S

The Attorney General of California has prepared the following title and summary of the chief
purpose and points of the proposed measure:
STATE AND LOCAL APPROPRIATIONS LIMIT. SCHOOL FUNDING. STATE
MANDATES. BONDS. INITIATNE CONSTITUTIONAL AMENDMENT. Eliminates local
government appropriations limit. Amends state appropriations limit to apply to expenditures
from all sources of money; eliminates exemptions. Adjusts next year spending if current year
spending falls below appropriations limit. Permits spending increase during emergency. Repeals
Proposition 98 revenue transfers above appropriations limit to community college and school
districts for instructional improvements, accountability. Allocates General Fund revenue above
appropriations limit to specific funds/purposes. Specifies requirements for state reimbursement
of local government mandates. Restricts debt issuances and when General Obligation bonds can
be voted on. Summary of estimate by Legislative Analyst and Director of Finance of fiscal
impact on state and local governments: This measure would have the following major fiscal
impacts: potentially major reduction in state spending in 2005-06; state spending restrained
below current-law levels in future years, with reductions primarily in nonschool spending;
reserve provisions may "smooth-out" state spending over time.
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Arnctt# 1-

HOWARD JARVIS, Founder (1903-1986)
E5IELLE JARVlS, Honorary Chairwoman

HOWARD JARVIS

JON COUPAL President

TAXPAYERS

TREVOR GRJMr,,1, General Counsel

ASSOCIATION

TIMOTHY BITTLE, Director of Legal Affairs

January 15, 2004
Ms. Tricia Knight
Initiative Coordinator
Attorney General's Office
P.O. Box 944255
1515 K Street, 6th Floor
Sacramento, CA 95814
Re:

¢-CEI~~
JAN 15 2004

California Budget Deficit Prevention Act

INITIATIVE COORDtNATOR

ATTORNEY <3ENERM..'SOFFtee

Dear Ms. Knight:
By this letter, we respectfully request the Attorney General to prepare a title and
summary of the chief purpose and points of the California Budget Deficit
Prevention Act, a copy of which is attached. This constitutional amendment
initiative relates to the amendment of, inter alia, Article XIIIB of the California
Constitution for the purposes of imposing a meaningful spending limit on state
government. This measure is simply an amendment of our previous proposal
received by your office on January 13, 2004.
Any correspondence regarding this initiative should be directed to Jon Coupal,
Howard Jarvis Taxpayers Association, 921 Eleventh Street, Suite 1201,
Sacramento, CA 95814 (916.444.9950); Larry McCarthy, California Taxpayers
Association, 1215 K Street, Suite 1250, Sacramento, CA 95814 (916.930.3102);
Assemblyman John Campbell, State Capitol, Sacramento, CA 95814
(916.319.2979).
Thank you for your cooperation.
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/
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Jo Coupal
President
Howard Jarvis
Taxpayers Association

Sinc,erelY

.
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'

Larry)9IcCart y
President
California
Taxpayers Association

SACRAMENTO OFFICE: 921 11th Street, Suite 1201, Sacramento, CA 95814· (916) 444-9950, Fax: (916) 444-9823

CALIFORNIA BUDGET DEFICIT PREVENTION ACT
CONSTITUTIONAL AMENDMENT
This initiative measure is submitted to the People of California in accordance with the provisions
of Article II, Section 8 ofthe Constitution.
SECTION 1. Title. This measure shall be known and may be cited as the "California
Budget Deficit Prevention Act."
SECTION 2.

Findings and Declarations. The people find and declare as follows:

(a) WHEREAS, the State of California has experienced three consecutive years of deficit
spending;
(b) WHEREAS, these deficits were the result of politicians failing to enact responsible budgets
limited to available revenues; and

(c) WHEREAS, state spending was allowed to increase in 2002-03 and 2003-04 even though the
state budget was in deficit and revenues were not available to support it, and the burden ofthese
expenditures will be borne by future generations as a result of the massive borrowing undertaken
to fund those expenditures;
(d) THEREFORE, be it RESOLVED by the PEOPLE OF THE STATE OF CALIFORNIA that
the State Constitution be amended as follows:
SECTION 3.

Constitutional Amendments.

First, that Section 12 of Article IV is amended to read:
SEC. 12. (a) Within the first 10 days of each calendar year, the Governor shall submit to the
Legislature, with an explanatory message, a budget for the ensuing fiscal year containing
itemized statements for recommended state expenditures and estimated state revenues. If
recommended expenditures exceed estimated revenues, the Governor shall recommend the
sources from which the additional revenues should be provided.
(b) The Governor and the Governor-elect may require a state agency, officer, or employee to
furnish whatever information is deemed necessary to prepare the budget.

(c) (1) The budget shall be accompanied by a budget bill itemizing recommended expenditures.
(2) The budget bilI shall be introduced immediately in each house by the persons chairing the
committees that consider appropriations the budget.
(3) The Legislature sha11 pass the budget bill by midnight on June 15 of each year.
(4) Until the budget bilI has been enacted, the Legislature shall not send to the Governor for
consideration any bill appropriating funds for expenditure during the fiscal year for which the
budget bill is to be enacted, except emergency bills recommended by the Governor or
appropriations for the salaries and expenses ofthe Legislature.

(d) No bil1 except the budget bill may contain more than one item of appropriation, and that for
one certain, expressed purpose. Appropriations from the General Fund of the State, except
appropriations for the public schools, are void unless passed in each house by rollcalI vote
entered in the journal, two thirds of the membership concurring.
(e) The Legislature may control the submission, approval, and enforcement of budgets and the
filing of claims for alJ state agencies.
(/) The Legislature may not send to the Governor for consideration, nor may the Governor sign
into law, a budget bill that would appropriate from the General Fund, for that fiscal year, a total
amount that, when combined with all appropriations from the General Fund for that fiscal year
made as ofthe date ofthe budget bill's passage, and the amount of any General Fund moneys
transferred to the Budget Stabilization Account for that fiscal year pursuant to Section 20 of
Article XVI, exceeds General Fund revenues for that fiscal year estimated as ofthe date ofthe
budget bill's passage. That estimate of General Fund revenues shall be set forth in the budget
bill passed by the Legislature.

Second, that Article XIIIB is hereby amended to read:
SEC. 1. The total annual appropriations subject to limitation of the State and of each local
government shall not exceed the appropriations limit of the entity of government for the prior
year adjusted for the change in the cost ofliving and the change in popUlation, except as
otherwise provided in this article.
SEC. 1.5. The annual calculation of the appropriations limit under this article for each entity of
local government shall be revie\ved as part of an ar.nual financial audit.
SEC. 2. (a) (1) Fifty percent of all revenues received by the State in a fiscal year and in the fiscal
year immediately following it in excess of the amount vAllch may be appropriated by the State in
compliance with this article during that fiscal year and the fiscal year immediately follo\ving it
shall be transferred and allocated, from a fund established for that purpose, pursuant to Section
8.5 of Article XVI.
(2) Fifty percent of all revenues received by the State in a fiscal year and in the fiscal year
immediately following it in excess of the amount which may be appropriated by the State in
compliance 't'lith this article during that fiscal year and the fiscal year
immediately foUo.,,,'ing it shall be returned by a nwision of tax rates Of fee schedules within the
next two subsequent fiscal years.
(b) All revenues received by an entity of government, other than the State, in a fiscal year and
in the fiscal year immediately follovling it in excess of the amount 'Nhich may be appropriated by
the entity in compliance with this article during that fiscal year and
the fiscal year immediately following it shall be returned by a revision of tax rates or fee
schedules within the next fivo subsequent fisoal years.
SEC. 3. The appropriations limit for any fiscal year pursuant to Sec. 1 shall be adjusted as
follows:

(a) In the event that the financial responsibility of providing services is transferred, in v/hole or
in part, '""hether by annexation, incorporation or othenvise, from one entity of go'lemment to
another, then for the year in which such transfer becomes effective the
appropriations limit of the transferee entity shall be increased by such reasonable amount as the
said entities shall mutuall)' agree and the appropriations limit of the transferor entity shall be
decreased by the same amount.
(b) In the event that the financial responsibility of pro'vi ding services is transferred, in whole or
in part, from an entity of government to a private entity, or the financial source for the provision
of services is transferred, in vt'hole or in part, from other revenues of an entity of government, to
regulatory licenses, user charges or user fees, then for the year of such transfer the appropriations
limit of such entity of government shall be decreased
accordingly.
(c) (1) In the event an emergency is declared by the legislative body ofan entity of
goYernment, the appropriations limit of the affected entity of goyernment may be exceeded
provided that the appropriations limits in the fOllowing three years are reduced
accordingly to prOl/ent an aggregate increase in appropriations resulting from the emergency.
(2) In the event an emergency is declared by the Governor, appropriations approved by a two
thirds vote ofthe legislative body of an affected entity of government to an emergency account
fOr expenditures relating to that emergency shall not constitute
appropriations subject to limitation. As used in this paragraph, "emergency" means the
existence, as declared by the Governor, of conditions of disaster or of extreme peril to the safety
of persons and property within the State, or parts thereof, caused by such conditions as attack or
probable or imminent attack by an enemy of the United States, fire, flood, drought, stonn, civil
disorder, earthquake, or volcanic eruption.
SEC. 4. The appropriations limit imposed on any new or existing entity of government by this
Article may be established or changed by the electors of such entity, subject to and in confonnity
with constitutional and statutory voting requirements. The duration of
any such change shall be as determined by said electors, but shall in no event exceed four years
from the most recent vote of said electors creating or continuing such change.
SEC. 5. Each entity of government may establish such contingency, emergency, unemployment,
reserve, retirement, sinking fund, trust, or similar funds as it shall deem reasonable and proper.
Contributions to any such fund, to the extent that such contributions are derived from the
proceeds of taxes, shall for purposes of this lA..rticle
constitute appropriations subject to limitation in the year of contribution. Neither withdrawals
from any such fund, nor expenditures of (or authorizations to expend) such withdrawals, nor
transfers between or among such funds, shall for purposes of this
j\rticle constitute appropriations subject to limitation.
SECTION 5.5. Prudent State Reserve. The Legislature shall establish a prudent state reserve
fund in such amount as it shall deem reasonable and necessary. Contributions to, and
withdrawals from, the fund shall be subject to the pro'/isions of Section 5 ofthis t\rticle.
SEC. 6. Whenever the Legislature or any state agency mandates a new program or higher level
of service on any local government, the State shall provide a subyention of funds to reimburse

such local g(wernment for the costs of such program or increased level of service, except that the
Legislature may, but need not, provide such subvention of funds for the fullowing mandates:
En) Legislative mandates requested by the local agency affected;
(b) Legislation defining a new crime or changing an existing definition ofa crime; or
(c) Legislative mandates enacted prior to January 1, 1975, or executive orders or regulations
initially implementing legislation enacted prior to January 1, 1975.
SEC. 7. Nothing in this Article shall be construed to impair the ability of the State or of any
local government to meet its obligations with respect to existing or future bonded indebtedness.
SEC. 8. As used in this article and except as otherwise expressly provided herein:
(a) "i\~ppropriations subject to limitation" of the State means any authorization to expend
during a fiscal year the proceeds oftaxes levied by or for the State, exclusive of state subventions
for the use and operation of local government (other than subventions made pursuant to Section
6) and further exclusive of refunds oftaxes, benefit payments from retirement, unemployment
insurance, and disability insurance funds.
(b) "Appropriations subject to limitation" of an entity onocal government means any
authorization to expend during a fiscal year the proceeds of taxes levied by or fur that entity and
the proceeds of state subventions to that entity (other than subventions made
pursuant to Section 6) exclusive of refunds of taxes.
(c) "Proceeds of taxes" shall include, but not be restricted to, all tax revenues and the proceeds
to an entity of government, from (1) regulatory licenses, user charges, and user fees to the extent
that those proceeds exceed the costs reasonably borne by that entity
in providing the regulation, product, or service, and (2) the investment oftax revenues. With
respect to any local gO'lernment, "proceeds oftaxes" shan include subventions received from the
State, other than pursuant to Section 6, and, 'tvith respect to the State, proceeds oftaxes shall
exclude such subventions.
(d) "Local government" means any city, county, city and county, school district, special
district, authority, or other political subdi't'ision of or within the State.
(0) (1) "Change in the cost ofliving" for the State, a school district, or a community conege
district means the percentage change in California per capita personal income from the preceding
year-:
(2) "Change in the cost of living" fur an entity of local government, other than a school district
or a community college district, shall be either (A) the percentage change in Califurnia per capita
personal income from the preceding year, or €B) the percentage change in the local assessment
roll from the preceding year for the jurisdiction due to the addition of local nonresidential ne'll
construction. Each entity of local government shall select its change in the cost of living
pursuant to this paragraph annually by a recorded vote of the entity's goyerning body.
(1) "Change in population" of any entity of government, other than the State, a school district,
or a community conege district, shall be determined by a method prescribed by the Legislature.
"Change in population" ofa school district or a community conege district shall be the
percentage change in the average daily attendance of the school district or community college
district from the preceding fiscal year, as determined by a method prescribed by
the Legislature.
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SEC. 10. This 14rticle shall be effective commencing with the first day of the fiscal year
following its adoption.
SEC. 10.5. For fiscal years beginning on or after July 1, 1990, the appropriations limit of each
entity of government shall be the appropriations limit for the 1986 87 fiscal year adjusted for the
changes made from that fiscal year pursuant to this article, as amended by the measure adding
this section, adjusted fur the changes required by Section 3.
SEC. 11. If any appropriation category shall be added to or removed from appropriations subject
to limitation, pursuant to final judgment of any court of competent jurisdiction and any appeal
therefrom, the appropriations limit shall be adjusted accordingly. If any section, part, clause of
phrase in this lAu1icle is for any reason held invalid or unconstitutional, the remaining portions of
this Article shall not be affected but shall remain in full furce and effect.
SEC. 12. "Appropriations subject to limitation" of each entity of government shall not include
appropriations of revenue from the Cigarette and Tobacco Products Surtax Fund created by the
Tobacco Tax and Health Protection Act of 1988. No adjustment in the
appropriations limit of any entity of government shall be required pursuant to Section 3 as a
result of revenue being deposited in or appropriated from the Cigarette and Tobacco Products
Surtax Fund created by the Tobacco Tax and Health Protection Act of 1988.
SEC. 13. ":Appropriations subject to limitation" of each entity of government shall not include
appropriations of revenue from the Califurnia Children and Families First Trust Fund created by
the California Children and Families First Act of 1998. No adjustment in the appropriations
limit of any entity of government shall be required pursuant to Section 3 as a result of revenue
being deposited in or appropriated from the California Children and Families First Trust Fund.
The surtax created by the California Children and Families First Act of 1998 shall not be
considered General Fund revenues for the purposes of Section 8 of Article XVI.

SECTION 1. As used in this article, thefollowing terms have the following meanings:
(a) "Emergency" means the existence, as declared by the Governor, of conditions ofdisaster or
ofextreme peril to the safety ofpersons and property within the State, or parts thereof,
caused by such conditions as attack or probable or imminent attack by an enemy of the
United States, epidemic, fire, flood, drought, storm, civil disorder, earthquake, or volcanic
eruption. "Emergency" does not include conditions offiscal peril caused by revenue
shortfalls, excessive spending, or imprudent budgetary decisions.
(b) "General Fund ofthe State" and "state special funds" include, but are not limited to, all
sources ofrevenue allocated to the General Fund and to all state special fonds in the 200405 fiscal year. Solely for the purpose ofthis article, "state special funds" include, but are not
limited to, both ofthe following:
(1) All individual funds included in the State Treasury as "state special funds" in the
2004-05 fiscal year.
(2) Any other funds in the State Treasury that, in the 2004-05 or any subsequent fiscal
year, are credited with revenues attributable to new state-imposed taxes, fees, or
regulatory exactions.

(c) "Percentage change in the cost ofliving " means the percentage change from April 1 of the
prior year to April 1 of the current year in the California Consumer Price Index for all
items, as determined by the Department ofIndustrial Relations or its successor, but not to
exceed the percentage change in California per capita personal income from the prior year.
The Department ofFinance shall determine the change in per capita personal income based
upon the California personal income statistics produced by the Bureau ofEconomic
Analysis in the US. Department of Commerce. For the purposes of this calculation,
"current year" means the calendar year in which the fiscal year commences.
SECTION 2. (a) The total expenditures made, in the fiscal year immediately following adoption
of this Article, or any subsequent fiscal year, from the General Fund of the State and state
special funds may not increase from the amount of those total expenditures in the prior fiscal
year after adjustment for changes in population and cost of living. The total expenditures
maximum amount shall be computed by multiplying the prior year total expenditures by the sum
of 1 plus the percentage change in state population, and then multiplying that product by the sum
of 1 plus the percentage change in the cost of living. For purposes of this section, the total
amount ofprior year expenditures shall be determined by the State Controller, and adjustments
shall be made as necessary to reflect the actual amount of expenditures in the prior year, and the
Controller shall not certify an amount in excess ofthe allowable amount for any prior year after
the initial limit is established.
(b) If the actual expenditures in a prior fiscal year are less than the amount ofallowable
expenditures for that year, then the amount of total expenditures for the next succeedingfiscal
year shall not exceed either (1) the actual expenditures for the prior fiscal year adjusted for
changes in population and cost of living, or (2) the prior year allowable amount, whichever is
greater.
(c) The expenditure limit imposed by this section may be exceeded for a fiscal year in an
emergency, but any excess spendingfor that purpose shall be related to, and proportionate to the
costs arising from, the emergency and shall not become part ofthe expenditure base for the
purposes of determining the amount of allowable expenditures for the next fiscal year.
SECTION. 3. Any General Fund revenue that may not be expended in the current fiscal year due
to the expenditure limit imposed by this article shall be allocated as follows:
(a) (1) Fifty percent to the Special Reserve Account, which is hereby created in the General
Fund of the State, to the extent that this account contains ali. amount less than 10 percent of
the total amount ofallowable expenditures for the current fiscal year.
(2) Notwithstanding any other provision of this article, money in the Special Reserve
Account may be expended in an amount equal to the amount by which revenues reported by
the Department ofFinance, or its successor agency, for the fiscal year fall below the
expenditure limit established by this section for the fiscal year.
(3) In addition, funds in the Special Reserve Account may be expended for the purposes of
an emergency, upon appropriation by the Legislature by a two-thirds vote of the membership
ofeach house.
(4) Any funds expendedfrom the Special Reserve Account pursuant to paragraph (2), but no
funds expended from that account for the purposes ofparagraph (3), are part of the
expenditure base for the purposes of determining the amount ofallowable expenditures
pursuant to Section 2 for subsequent fiscal years.

(5) Subject to the 10-percent m(L'(imum amount specified in paragraph (1), any unexpended
balance in the reserve account, including any interest earnings, shall carry over from one
year to the next.
(b) Fifty percent to the Deficit Reduction Bond Account, which is hereby created in the General
Fund of the State, to the extent that any deficit reduction bonds approved by the voters in 2004
remain outstanding. Any funds deposited into the Deficit Reduction Bond Account may be used
only for the purpose ofaccelerating the retirement of outstanding deficit reduction bonds
approved by the voters during 2004.
(c) Revenue that exceeds the amount that may be deposited into the Special Reserve Account and
the Deficit Reduction Bond Account shall be allocated as follows:
(1) 50 percent to the &hool Construction Fund. which is hereby created in the Treasury as a
Trust Fund, which shall be available for allocation by the State Allocation Board to local school
districts for school construction and modernization projects. Any fonds allocated to school
districts pursuant to this provision are not subject to Article XVI, Section 8.
(2) 500/0 to the Sales Tax Rebate Account, which is hereby created in the Treasury as a Trust
Fund. which shall be available for temporary state sales tax rate reductions. Any monies
allocated to the Sales Tax Rebate Account shall remain in the Fund. along with interest earnings,
until such time as the state Controller determines that the accumulated monies are sufficient to
lower the sales tax rate by at least !4 percentfor a 12 month period. The Controller shall then
notify the state Board ofEqualization, and the reduction shall be implementedfor the next
succeeding 4 quarterly periods for which a rate reduction is administrativelyfeasible, as
determined by the Board. The Controller shall transfer fonds from the Sales Tax Rebate Account
to the General Fund as required to offset the impact ofthe rate reduction.
SECTION 4. The Legislature may, by 2/3 vote ofeach House and with the signature ofthe
Governor, enact a statute callingfor a measure to be placed upon the next succeeding primary or
general election ballot to request voter approval ofa temporary increase in the expenditure limit. Any
measure so enacted must propose a specific dollar amount for the temporary increase, and specify a
period not to exceedfour fiscal years during which the increase shall be in effict. Ifapproved by the
voters, the temporary increase shall be in effect for the period specified in the measure. At the end of
the period specified. the expenditure limit shall be reestablishedfor the next fiscal year to equal the
amount it would have been had no temporary increase been approved.
SECTION 5. (a) As used in Section 7.5 ofArticle IV, "the percentage increase in the
appropriations limit for the State established pursuant to Article XIII B" means the percentage
increase in the cost of living and the percentage increase in the State's population.
(b) As used in Section 8 ofArticle XVL "change in the cost ofliving pursuant to paragraph (1)
ofsubdivision (e) ofSection 8 ofArticle XIIl B" means the percentage change in California per
capita personal income from the prior fiscal year.
SECTION 6. (a) Whenever the Legislature or any state agency mandates a new program or
higher level ofservice on any local government, the State shall provide a subvention offunds to
reimburse the local government for the costs of that program or increased level ofservices,
except that the Legislature may, but is not required to, provide that subvention offunds for the
following mandates:

(1) A legislative mandate requested by the local government affected.
(2) Legislation defining a new crime or changing an existing definition ofa crime.
(3) A legislative mandate enacted prior to January 1, 1975, or an executive order or
regulation initially implementing legislation enacted prior to January 1, 1975.
(b) A claim may not be filed for reimbursement pursuant to subdivision (a) for any mandate if
more than two years have passed since the effective date ofthe mandate and no claim for
that reimbursement was filed in that period.
(c) For the purposes of this section, "local government" means a city, county, city and county,
school district, special district, authority, or other political subdivision of the State.
(d) The subvention offunds required by this section shall be provided no later than the end of
the fiscal year succeeding the fiscal year in which the costs were incurred, in the case of
state-mandated programs for which reimbursements have been provided by the State in any
fiscal year prior to· the adoption of this article. With regard to state-mandated programs
enacted after the adoption of this article, and those not previously reimbursed, the State
shall provide a subvention offunds no later than the end of the fiscal year next succeeding
the fiscal year in which the Commission on State Mandates or its successor finally
determines that the State is required to provide reimbursement.
(e) If the State fails to provide the subvention as required by subdivision (d), any affected local
government may commence an action in superior court for declaratory relief, injunctive
relief, or any other appropriate relieffor the purpose ofsecuring its right or rights pursuant
to this section. If that relief is granted, the State shall provide the same subvention as
required by that court to any other local government that has a substantially similar claim
or claims pending against the State.

SECTION 7. (a) Whenever, based on the most recent Department ofFinance estimates, or its
successor agency, and based on laws then in effect, the estimated total amount ofdebt service for
the current fiscal year or any of the succeeding four fiscal years on non-self-liquidating general
obligation bonds and General Fund-supported lease revenue bonds exceeds 6 percent of the
estimated General Fund revenues for that fiscal year, exclusive of transfers from other funds,
during that fiscal year the Treasurer may not sell any additional non-self-liquidating general
obligation bonds or General Fund-supported lease revenue bonds.
(b) If that percentage is 6 percent or less, the Treasurer may sell those bonds to the extent that,
based on the most recent Department ofFinance estimates, or its successor agency, and based
on laws then in effect, the additional debt service will not cause the percentage to exceed 6
percent for the current fiscal year or any of the succeedingfour flScal years.
(c) During any time that the debt service percentage exceeds 6 percent, no measure to authorize
additional general obligation bonds may be submitted to the voters by the Secretary ofState,
whether the proposed debt issuance is submitted by the Legislature or pursuant to an initiative.
(d) For the purposes of this section and Section 12 ofArticle IV, the Department ofFinance, or
its successor agency, at the time ofpublication ofthe Governor's Budget in January, at the time
ofpublication of the May Revision, and after the enactment of the Budget Act, shall publish
estimates, for the current fiscal year and each of the succeeding four fiscal years, of debt service
and General Fund revenues, excluding transfers, based on the law in effect at the time each
estimate is made.
(e) For purposes of this section, "debt service" does not include any payments associated with
deficit reduction bonds approved by the voters during 2004.

SECTION 8. Notwithstanding any other provision of law, including this Constitution, any
interested person shall have standing to bring a legal action against the State for violating any
provision of this article. The action may seek declaratory relief, injunctive relief, a writ of
mandate, damages, and any other reliefthat a court may deem appropriate. In any such action,
the burden shall be upon the State to demonstrate compliance with this article. This provision is
self-executing.
Third, that Section 8.5 of Article XVI is amended to read:
SECTION. 8.5. (a) In addition to the amount required to be applied for the support of school
districts and community college districts pursuant to Section 8, the Controller shall during each
fiscal year transfer and allocate all revenues available pursuant to paragraph 1 of subdivision (a)
of Section I ofPJ1icle XIII B to that portion of the State School Fund restricted for elementary
and high school purposes, and to that portion of the State School Fund restricted fur community
college purposes, respectiYely, in proportion to the enrollment in school districts and community
college districts respectively. (1) 'Vith respect to funds allocated to that portion of the State
School Fund restricted fur elementary and high school purposes, no transfer or allocation of
funds pursuant to this section shall be required at any time that the Director of Finance and the
Superintendent of Public Instruction mutually determine that current annual expenditures per
student equal or exceed the average ar.dlual expenditure per student of the 10 states with the
highest arJlUal expenditures per student fur elementary and high schools, and that average class
size equals or is less than the average class size of the 10 states vlith the lowest class size fur
elementary and high schools. (2) With respect to funds allocated to that portion of the State
School Fund restricted fur community college purposes, no transfer or allocation of funds
pursuant to this section shall be required at any time that the Director of Finance and the
Chancellor of the California Community Colleges mutually determine that current annual
expenditures per student for community colleges in this State equal Or exceed the average arJlUal
expenditure per student ofthe 10 states with the highest annual expenditures per student fur
community colleges. (b) Notwithstanding the provisions of Article XIII B, funds allocated
pursuant to this section shall not constitute appropriations subject to limitation. (c) From any
funds transferred to the State School Fund pursuant to subdi'lision (a), the Controller shaH each
year allocate to each school district and community college district an equal amount per
enrollment in school districts from the amount in that portion of the State School Fund restricted
fur elementary and high school purposes and an equal amount per enrollment in community
college districts from that portion of the State School Fund restricted fur community college
purposes. (d) All revenues allocated pursuant to subdivision (a) shall be expended solely fur the
purposes of instructional improvement and accountability as required by la'll. (e) 1\By Each
school district maintaining an elementary or secondary school shall deyelop and cause to be
prepared an annual audit accounting fur such funds and shall adopt a School l\ccountability
Report Card school accountability report card for each school.

Section 4. Liberal Construction.
The provisions of the Budget Deficit Prevention Act shall be liberally construed to effectuate its
purposes of ensuring that the state enacts responsible, balanced budgets that are sustainable over
time within available resources.

Section 5. Severability.
The provisions of the Budget Deficit Prevention Act are severable, so that if any section, part,
clause, or phrase herein is for any reason held to be invalid or unconstitutional, the remaining
provisions shall not be affected and shall remain in full force and effect.

